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'. INTERNAL-REVENUE SERVICE Department of the Trertaurg 
~is t l : , i c t  ~ i r e d t o r  , . ' 

, , 

* *  ******** * * * * * * * *  ***   
*  ******* ****  
******** ****  *** ***** Date: 
~ t t h * *  ~ - 4  :, %p@ sf= 

****** ****** ***** 
***  ************  *******   
****  ****  **** 
* * * * * * *  ***** ********** 

Person t o  Contac t :  
** *******  

Teleph*** ******* 
****  ******** 

Employer I d e n t i f i c a t i o n  Number: 
********** 

Case N****** 
********* 

. . ' ,I.. 

Dear Appl icant :  

T h i s ' i s  i n  r e f e r e n c e  t o  your  a p p l i c a t i o n  f o r  exemption from 
,. Federa l  income t a x  a s  a n . o r g a n i z a t i o n  d e s c r i b e d  i n -  s e c t i o n  5 0 1 ( c ) ( 6 ) ,  

,, of t h e  , I n t e r n a l  Revenue Code. 
, . 

I n  a p rev ious  c o n t a c t  made wi th  your o rgan iz , a t ion ,  you w e r e .  
informed t h a t  it w a s  o u r  o p i n i o n  t h a t  you d i d  q u a l i f y  f o r  exemption . 

. , '  from Fe.dera1 income tax as a n  o r g a n i z a t i o n  d e s c r i b e d  i n  s e c t i o n  
501(c)(6) of  t h e  Code. We have p rev ious ly  informed you of  your 

, r i g h t s  of appea l  i n  t h i s  matter, .  and, i f  you w e r e  i n  agreement w i t h  
'our  c o n c l u s i o n s ,  we request 'ed t h a t  you execu te  an  agreement Form 
6018. 

,YOU have i n d i c a t e d  your agreement t o  ou r  conc lus ion  t h a t  you do 
, n o t  q u a l i f y  f o r  exemption from Fede ra l  income t a x  as an  o r g a n i z a t i o n  
d e s c r i b e d  i n  s e c t i o n  5 0 1 ( c ) ( 6 )  o f  t h e  Code by execueing and 
r e t u r n i n g  t h e  C o n s e n t . t o  Proposed Adverse Act ion  Form 6018. 

Accord ingly ,  you .do  n o t  q u a l i f y  f o r  exemption from Fede ra l  . 
income t ax ' a s  a n  organiza t i 'on  . . des'cribed i n  s e c t i o n  501(c ) . (6 )  o f  t h e  

, Code. . 
- ~ 

I .  
. , 

, . 

, ,,-. . I 
., . , . 

. . 
. I  : / ,  ' .  _ . . , , . . ,  

, . .  . . . . .  . I . .  
. , . . . .  . . .  , . . , - . .  

. . . .  ,.:-,$.t. > .  ,., 1 .. , . 
r - i, 

..,. ' . . . .-  , . . . . . . . . .  I ' " ,, - .  /:.', 
, ,  . . . ' r  

- , .  " < . _  . ., , 
, . . < < . . .  . I., , . . . . . . . .  , . .  , _  . . , ,  . . . ,,,, , -. 

: * .; ,: ,,". , . :  ; , I . '  ' ,  
':I. . , . . .  . , ; . I  ..... I . '  , ,  , .  -, ' J , .  ,: :,:. , . :': . .  , , . . '  . , 

~ . ;  :. , :>- : ; ;; ;, ,, :,,; ;' : ,, . ': .? . , ,,- . . . . . . .  .,' . ;. ;.-.. ,:,., , - . : . ,. -; ,!' ' .' '.' , ,. ~ *, * . . .  : : " , 1. 4 ,  < . .  ' I  . _ ,. 
: ,.., :, . .. ,,,, ,,! ' ,.. ; . :, :., ., , : , .( ,. . . :, , ~ i s t r i c t  D i r e c t o r  . . 

. , 
, . _.. ' I .  . ' . , . , 

!* q..;:;.; ,,: .a' ; . . .  t........;, . . . . . . .  :. . . .  /. ., . 
,., . . . ,  , :,,= !;.,,:La : . : . - :' . . . . < . . . . . .  , . .,,. 

.~\ . . . .  . . . , ..... 
>:;,.:\, ?,,;&;,; <,,;[,#J! ;,?;:'::;,, ;, ,,- . .,, ., : , L  . ., ' . . I  

. . . . .  . .  ;...: .? . .  , -  . + f,,.:.:;. ;*,.;,+,.,! . - .  " .  .' 1 . .  . . ,;... .', ,, . ......... .: .. '............ ' . .  ?.< .......:;,. i. ..:,:;.? ;.: ..I. :.:, ....'... : . . '. *, . . , , .l 
,;:.+: - 7 .  ,'%.'."' .'. : . ~,,. .*..-,.. i.: .; !. ......: ........:..'.. .. .-2.:. :: ... 9, :<.* .. L ; ?.... _ I  2- . . - , . -  . , 



l r ~ t e r n a ?  Revenue S e r v i c e  
********** * * * * * 
******** ***** *** ***** 

Date: J u l y  5 ,  1995 

Case Number: 
********* 

Person t o  Con tac t :  
* * * *******  

Telephone Number : 
* *** * *******   
* ***** * *******  ( rnessayes ) 

Response due d a t e :  
J u l y  28 ,  1995 

****** ****** ****** 
:************* ******** *******   

*** * *  ***  **** *  

******* *** ********** 

We- have cons ide red  your a p p l i c a t i o n  f o r  exemption from F e d e r a l  
income t a x  a s  a n  o r g a n i z a t i o n  d e s c r i b e d , i n  s e c t i o n  501(c)(6) of t h e  

- I n t e r  na.1 Ravenue Code. 

I THE FACTS; 

The in fo rma t ion  su******  * * * * *  e s  t h a t  you were i n c o r p o r a t e d  
under t h e  p r o v i s i o n s  of  * * * *********   Nonprof i t  C ~ r p o r a t i o n  R c t  
( * * * * * ******  * * * *  )  on ******  **  ***3. 

Your Articles of  1nc;orporation s t a t e  t h a t  t h e  corpora , t ion  
is o rgan ized  f o r  t h e  ,purpose o f ,  " e s t ab l j . sh ing  an a s s o c i a t i o n  of 
-C\ os l ec tod  ********  p e t  food and po t  p roduc t s  r e t a i l e r s .  T h e  
'corpora-k, ibn 'wil l  d i s semina te  i n f o r m a t i o n ,  e s t a b l i s h  member programs 
and p rov ide  o t h e r  s e r v i c e s  , d , i r ec t ed  toward n s s i s t i n g  its members i n  

. c o n s i s t e n t l y  ~ i o v i d i n g  t h e i r  cus tomers  w i th  t h e  h i g h e s t  q u a l i k y  p e t  
. . 

.. . f pods ' and  . . pe t .  p r o d u c t s t "  . . ~ 

.. , . . 

. ... 1 ,  i . , :  Your p r i n c i p a l  s o u r c e  o f  s u p p o r t  is dues and assessments .  of  
I membars, per  your f i n a n c i a l  d a t a  submi t ted  wi th  your a p p l i c a t i o n  1024.  

I . ,. . . .  . ,  .. . 
1 . .  " , > 

1 . -  , ,, ;,?.:<;P& . . y o u r a p p l i c a t i o n  1024, y o u r a c t i v i t i e s  w i l l  be: 1 , -1' , ' -, : : di,ssemi n a t e  i n fo rma t i  on , . , ,. . . 
, . ,  

,. , ' .:' - establ. ish. . :  member ' . purcbas i  ns 
..., .., :.;:* ,:,:;: ,. * ,;;?.'.,...';;, .' ,. ', .:.. , s ~. .,, ., . . , .  
, , ..,,,.'.:' ' . ( . '. . ,, . . . ,a:. t;,?;;:v,;>;,;,,:::.::, ~:,,ii,:~!~.:< .;,:.! :,,;, ;,, :.:, ;:.: , ,;;;, ,,;:. , : , . . , ;:: ; ...- .: .; -: . , .  . <; .,It;!: $ ,,:,: ,.-.:;!.>.,:,k$.; :.:;:.i: ,;:' ,, .: .: ; :: . - . .. : 
[.:;!...:<,! .,.<,, ;;-;;>;:.;, s,;,::..;:::,. , ..;::,\< * -,,, ;:. , .. ': .,, .. .,, .. 
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P a g e  2 

******  * * * * * * * * * * *  

.- e s t a b l i s h  b r a n d  name p u r c h a s i n g  p r o g r a m s  
e s t a b l i s h  p r i v a t e  a n d  c o n t r o l  l a b e l  p r o d u c t s  

P e r  * * * * * * * *  *******  ******* APPLICATION FOR MEMBERSHIP, I T E M  N O .  6 ,  

' : A p p l i c a n t  u n d e r s t a n d s  t h a t  r e g u l a r  n lernbcrship  may b e  e l i g i b l e  t o  
p u r c h a s e  c e r t a i n  s p e c i f i e d  b r a n d s  o f  pe t  f o o d  a n d  pet. p r o d u c t s  f r o m  
* * * * * * * * * * *******  ********** f o r  resa ie  a t  r e t a i l  a n d  t h a t  * * * * * * * * * *  *******  
********** h a s  agree n o t  t o  s e l l  s u c h  s p e c i f i e d  b r a n d s  o f  p e t  f o o d  a n d  
pe t  p r o d u c t s  t o  a n y  i n d i v i d u a l  c o r p o r a t i o n  or b u s i n e s s  e n t i t y  w h i c h  is 
n o t  a r e g u l a r  or s u s t a i n l r i g  inember o f  ******** *******  ******  . 

Item NO 7 ,  of t h e  same a p p l i c a t i o n  fo r  m e m b e r s h i p  s t a t e s ,  " 
A p p l i c a n t  u n d e r s t a n d s  t h a t .  t h r o u g h  its m e m b e r s h i p  i n  * * * * * *  * * * * *   
* * * * * ,  a p p l i c a n t  may a l s o  become e l i g i b l e  f o r  r e b a t e s  o n  p u r c h a s e s  o f  
s p e c i f i e d  b r a n d s  o f  p e t  f o o d  a n d  p e t  p r o d u c t s  w i t h  s u c h  r e b a t e s  based 
u p o n ;  among o t h e r  t h i n g s ,  q u a n t i t i e s  of s p e c i f i e d  b r a n d s  o f  
p r o d u c t s  p u r c h a s e d  by a l l  R e g u l a r  members  o f  * * * * * *  * * * * * * *****. 
Rpp1ica.n.L u n d e r s t a n d s  t h a t  r e b a t e s  w i l l  b e  d e t e r m i n e d  b a s e d  u p c n  a 
f o r m u l a  d e t e r m i n e d  b y  ******** *******  ********** w h i c h  f o r m u l a  may b e  
c h a n g e d  f r c ~  t i m e  t o  t i m e ,  a n d  t h a t  r e b a t e s  t o  i n d i v i d u a l  R e g u l a r  
Members w i i l  b e  d e t e r m i n e d  a n d  d i s t r i b u t e d  b y  ******  * * * * * * * * * * * .  

Your b o a r d  a p p e a r s  t o  b e  made cf a l m o s t  e x c l u s i v e l y  o f  p e o p l e  h h o  
r e p r o s e n t  ******** *******  *********  . 

THE LAW 

501( c)( 6 )  O r g e n i z a t i o n s  

I n  o r d e r  t o  c o m p l y  w i t h  t h e  r e q u i r e m e n t s  o f  t h e  Code  a n d  
r e g u l a t i o n s , ,  a n  o r g a n i z a t i o n  m u s t  meet t h e  f o l l c w i n g  b a s i c  t e s t s :  

(1.). I t  m u ' s t  b e  a n  a s s o c i a t i o n  'of p e r s o n s  h a v i n g  s o m e  common b u s i n e s s  
. i n t e r s z t ,  a n d  its p u r p o s e  bust be t o  p r o m o t e  t h i s  common b u s i n e s s  

, ., i n t ~ r  est': 
. . 

'. . (2 . j  it m u s t  n o t  b e - . o r g a n i z e d  f o r  p r o f i t :  
. . . . . . 

. . 
(.3),. no ' p a r t ' , o f - ,  t h e  n e < . ' e a r n i n g s  rnay i n u r e  t o  t h e  b e n e f i t  cf a n y  .: - .. , 
. . . .  _ . . . . .  'pr i v a t 6 , - s h a r ~ h o l d e r  or - i n d i v i d u a l  : 

. '  
,, : . " < '  . . , .  . ,  - ' .,. 

. , , . . .  . ' ,  ' C;4 ). "its . a c t i v i t f  e,s. m u s t  b e  d i r e c t e d .  t o  t . h e  i m p r o v e m e n t  o f  b u s i n e s s  

., ,:,,I,, ;: . ' ?p,,.::.. . . . . . . . . .  .;.v:.' .. . . .  - ,  . . .  . . . . . . . . . . .  < !  C r  .. . . . . . . .  ,.- . .  
-, . . '.,., : . , . 

; ...... .;.. . .  .: ,.:.;, i,?.(:: . ,:.I. . .  I . . . . .  . , 
. ~ .  ',.. . . . . . . . . . . . . . . . . . . . .  ., , .. , .' :;. , - : . , . . . , .  . 
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Page 3 

****** * * * * *  *****  

c o n d i t i o n s  o f  o n e  o r  more l i n e s  o f  b u s i n e s s  a s  d i s t i n g u i s h e d  f r o m  
t h e  pe r fo rmance  o f  p . a r t i c u l a r  s e r - v i c e s  f0-r i n d i v i d u a l  per-sons , and 

( 5 ) '  its p u r p o s e  must n o t  be t o  e n g a g e  i n  a r e g u l a r  b u s i n e s s  o f  a k i n d  
o r d i n a r i l y  c a r r i e d  o n  f o r  p . r o f i t ,  e v e n  i f  t h e  b u s i n e s s  is o p e r a t e d  
o n . a  c o o p e r a t i v e  b a s i s  o r  p r o d u c e s  o n l y  s u f f i c i e n t  income t o  be 
s e l f - s u s t a i n i n g  . 

. , 
An I R C  5 3 1 ( c ) ( 6 )  o r g a n i z a t i o n  rnust be p r i m a r i l y  engaged i n  

. . a c t i v i t i e s  c o n s t i t u t i n g  t he  b a s i s  f o r  its e x e m p t i o n .  

An,. I R C  5 0 1 ( c  )( 6 ) o r - g a n i z a t i o n ' s  p r i m a r y  a c t i v i t y  c a n n o t  b e  
p e r f  o ~ n i i r i g  p a r t i c u l a r  services f o r  members. 

. .. ,' . , . 
<\. 

,,1 . 
-.. 

"The words " p r i v a t e  s h a r e h o l d e r s  o r  i n d i v i d u a l s  " i n  s e c t i o n  5Ql 
reTY%r t o  persons h a v i n g  a p e r s o n a l  and p r i v a t e  i n t e r e s t  i n  t h e  
a c t i v i t i e s  of t h e  o r s a n i z a t i o n . "  

When a g r o u p  o f  i n d i v i d u a l s  a s s o c i a t e  t o  p r ' ov ide  a c o o p e r a t i v e  
' s e r v i c e  f o r  t h e m s e l v e s ,  t h e y  a r e  s e r v i n g  a p r i v a t s  i n t e r e s t .  

R e g u l a t i o n s  1 . 5 0 1 ( ~ ) ( 3 ) - i ( d ) (  1 )( i )  states, "An o r g a n i z a t i o n  is n o t  
o r g a n i z e d  and  o p e r a t e d  e x c l u s i v e l y  f o r  one o r  more o f  t h e  F u r p o s e s  
s p e c i f i e d  i n  t h e  s u b d i v i s i o n  ( 1 )  o f  t h i s  p a r a g r a p h  u n l e s s  i t  s e r v e s  a 
p u b l i c  r a t h e r  t h a n  a p r i v a t e  in te res t .  T h u s  t o  meet t.he 
r e q u i r e m e n t s  of  t h i s  s u b d i v i s i o n ,  i t  is n e c e s s a r y  for  a n  o r g a n i z a t i o n  
t o  e s t a b l i s h  t h a t  i t  is n o t  o r g a n i z e d  f o r  t h e  bene -F i t  o f  a  p r i v a t e  
in te res t  s u c h  as d e s i g ~ a t e d  i n d i v i d u a l s ,  t h s  c r e a t o r  o r  h i s  f a m i l y ,  
s h a r e h o l d e r s  of t h e  o r g a n i z a t i o n  o r  p e r s o n s  c o n t r o l l e d  d i r e c t l y  or  
i n d i r e c t l y ,  by s u c h  p r i v a t e  i n t e r z s t s .  

CONCLUSION: 
I ' r  ... . ... 
. .. . . , .>,; 

.'I  he i n f o r m a t i o n  p r e s e n t e d  i n  your  a p p l i c a t i o n  shows,  tha t :  your  
o r g a n i z a t i o n  is 'DOES d o  s p e c i a l  s e r v i c e s  f o r  i n d i v i d u a l  members (the" 

. ,  p u r c h a s e  qf p e t  f p o d  and  p r o d u c t s  a n  a c o o p e r a t i v e  b a s i s  a n s  w i t h  
..:. : rF6a$es f o r  p u r c h a s i n g  fr.om * * * * * * * *  *******  ********** ) and  t h a t  i n u r e r r ~ e n t  

. a n d  ,'pr i v a t o  banef i t ; , i n  p r e s e n t  ( t o  * * * * * * * *  *******  ********** and its .. 
~ c r ~ o n n e l i ~ x e ~ u t i v e r ;  1.' . ' .., 



******************* 

Your organization is running a cooperative business of seiling 
pet products and pet foods to its mewbers on a cooperative basis. 

Your organization is not exempt merely because its operations may 
not be conducted for the purpose of producing profit. 

Therefore, based on the information submitted, :<e have concluded 
that your organization is not entitled to exemption from Federal 
income tax as an organization described in Code section 501(c)(6). 

Accordingly, you are not entitled to exemption 'From Federal 
income tax as an organization described in section 501(c)(6) of the 
Code. 

If you are in agreement with this proposed determination, we 
request that you sign and return the enclosed agreement Form 6018. 
P'l.ease note the ir~structions for signing on the reverse side of this 
form. 

If you are not in agreement with this proposed determination, 
please supply a written statement of your position, citing the reasons 
for that position and back up for that position with cites from the 
tax Code and Regulations, and any Revenue Rulings which are pertinent 
to the issues in your case. 

Thank you for your cooperation. 

Very truly yours, 

;. '\ 1 '  ,. 
P I. 

Exempt .Organizations 5peci.alist 
. . 

, ' . I  

ENC : For m 60i8 '( 2 ) 
,. . . 

, , :# ,  , ., P U ~ ;  892;. ,.a. I - i, 
. , , , .  L ,  
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